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January 27, 2023
2022 APS Rate Case (E-01345A-22-0144) 2022 TEP Rate Case (E-01933A-22-0107)

Comm. Thompson's 'Wolves of  Wall Street ' Junket Screams for an Ethics Investigation

Dear Chairman O'Connor and Commissioners:

4
As a ratepayer, I am not sure what I find more disgusting: A newly-elected Arizona commissioner Kevin

Thompson making a beeline to New York to meet with the
"Wolves of Wall Street," believing that his job still entails being
the utility industry lobbyist g the other newly-elected Arizona
commissioner in the same echo chamber cheerleading the junket
with an "Amen brother!" from his Nick Myers -Arizona Corporation
Commissioner account.1

Keen Thompson for Corp Comm
as  e

I spent a two days this past week in NV meeting with financial
Institutions that invest in Arizonas utilities. We met with Bank or
Amano, BMO Financial Group, City, Cledrl swsse Guggenheim
Partners, Morgan Stanley Fitdi Ratings, Moody's, and Standard &
poors. My purpose was to let them brow that Arizona iS a great place
in which to invest, and that the ArMuna Corporation Commission is no
longer going to allmv the regulatory environment in Arizona to be
dead last in the nation we have a great team and run proud to work
with my colleagues for the hettermerat of our citizens and the utilities
we regulate.
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This junket is more than a slap in the face of Arizona ratepayers.
It is the equivalent of giving them the middle finger. The only
question in my mind is whether the recall petition for them must
start now or after both of them have rubberstamped the nearly
$600 million pending annual rate increase request for the
"betterment" of APS and TEP.
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According to the cringeworthy Face book post on an obsolete page
created for the 2022 campaign, the purpose of the trip - while
there are two ongoing major rate cases (APS and TEP) with ex
parte invoked - was seemingly to "let them know that Arizona is
a great place in which to invest, and that the Arizona Corporation
Commission is no longer going to allow the regulatory
environment in Arizona to be dead last in the nation." Oh, and it
was "for the betterment of our citizens and the utilities." Really?*5o
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o Nick My!!! . Arizona Comawltion Cumnlissluner
Amen brother! o

Although any violation of the ex parte rule requires immediate
recusal, given the ACC's comical ethics codes that allows a
commissioner to decide whether to recuse him or herself, I am
not going to waste my breath asking for a recusal at this time.

However, I vIII demand an immediate, independent, and timely ethics investigation by the Acc,
the result of which must be made public in its entirety without redactions. If the Commission fails
to do so - now that the Rubberstamp Regulators are back on the Commission - feel free to bring
back the Corruption Commission moniker.

As you will see, this NY junket raises too many red flags. 1) I will raise some questions that are top of mind
for me. 2) I will demonstrate how an Investor-Owned Utility (IOU) like APS continues to bring real harm to
Arizona ratepayers. 3) I will also explain how "constructive" regulatory environment is nothing but a
codeword for lining the pockets of the utilities and their investors on the backs of the captive ratepayers.
Finding the right balance is important, but it must not involve a sitting commissioner kissing the behinds of
equity analysts and credit rating agencies while being applauded by another. If they want to do that, they
must resign as regulators and become industry lobbyists or work for the ACA or GPEC. Shame on them l

! Kevin Thompson for Corp Comm" at: https://www.facebook.com/ThomDsonforCorpComm
z "ACC Code of Ethics" at: httos://www.azcc.gov/codeo(ethics
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1. Ratepayers demand immediate and independent ethics investigation into Comm. Thompson's junket

This trip by Comm. Thompson, with the ink barely dry on his swearing-in, more than raises eyebrows. The
only interest investors have in Arizona is in ensuring higher utility profits and stock prices. A sitting
Commissioner, talking about improving the regulatory environment when APS and TEP have pending rate
cases, raises too many troubling questions, as follows, that an ethics investigation must answer:

i)

z)

a) Whose idea was it to have these meetings in New York with equity analysts and credit rating agencies?

b) Was this trip an official ACC meeting? If not, why was commission business discussed and disseminated?

c) Were any ACC employees, resources, accounts, or systems used for these meetings?

d) Which individuals, including but not limited to Commission employees, regulated utility employees, lobbyists,
contractors, representatives, or self-appointed spokespersons (e.g., Paul Walker) are in possession of texts or
emails, notes of meetings, minutes of meetings, receipts for expenses, emails or texts with utilities related to
the trip or meetings with these entities Comm. Thompson met with?

e) Did ACC pick up the tab for this meeting? If so, how much was it? If not, who funded this trip?

f) Did anyone else from the ACC attend?

g) Were there any calls before or after the meetings?

h) Did any regulated utility employees, lobbyists, contractors, representatives, or self-appointed spokespersons
participate in any communication before, during, or after the meetings?

Did any regulated utility employee, lobbyist, contractor, representative, or self-appointed spokesperson help
in proposing, scheduling, coordinating, administering, attending, or funding the meetings?

j) Who specifically was Comm. Thompson referring to when he said "We met with..."?

k) Who provided contacts to Comm. Thompson for Bank of America, BMO Financial Group, Citi, Credit Suisse,
Guggenheim Partners, Morgan Stanley, Fitch Ratings, Moody's, and Standard & Poor's?

I) Were there other parties (e.g. Goldman) who were approached but did not attend or refused to attend?

m) Who approached each of the parties for a meeting? How?

n) Who scheduled each meeting and when? How?

o) Who coordinated each meeting? How?

p) Who attended each meeting in person or remotely?

q) Where were the meetings held?

r) Were the meetings recorded?

s) Which utilities were discussed specifically?

t) What issues were discussed specifically?

u) Did Comm. Thompson or the utility investors reference any rate cases or rate-making elements? Did any
prohibited communications occur before, during, or after the meetings with these organizations related to
regulated utility cases for which ex parte has been invoked?

v) What messages did the utility investors convey to the commissioner?

W) Did any of the meeting participants make any requests for specific policy changes?

x) Who gave the right to Comm. Thompson to speak on behalf of the entire Arizona Corporation Commission
about what the ACC will allow or not allow?

y) Considering that Fitch Ratings, Moody's, and Standard & Poor's are credit rating agencies and not investors and
APS's repeated assurance to the investors about its "strong investment grade credit ratings" did Comm.
Thompson discuss how he would improve regulatory environment to receive higher utility credit ratings?

What did Comm. Thompson say he planned to do to not allow the "regulatory environment in Arizona to be
dead last in the nation"? What specific actions, amendments, proposed orders, decisions, or votes - and
affecting which specific rate-making elements - did Comm. Thompson propose or promise?

aa) Has Comm. Thompson owned shares in any of the ACCregulated utilities? Does he still own any shares? How
many and worth how much?

2



2. An Investor-Owned Utility like APS continues to bring real harm to Arizona Ratepayers.

The Commissioners would do well to read this ratepayer complaint from Patty Williamson in the 2022 APS
Rate Case docket? Ms. Williamson is onto something important.

"MFRIEND UVES IN SRP AREA AND HER TOTAL KW'S WERE MUCH HIGHER THAN MINE IN JANUARY

2023 aLL. HER wILL wAs $41 .00 wlrH SRP For A 1600 so i=ooT HOME WHILE mme wAs $81 .00

WITH APS For usinG onLy 473 TOTAL KW's. THAT'S OUTRAGES AND DISGRACEFUL. 473 TOTAL

KW'S cosT $81 .00 AND Tnsv wAnt ANO1H£N nAls£????????? Form Goos SAKE oo soMsrHlnG

FOR CONSUMERS AND QUIT TAKING APS ELECTRIC SIDE ALL THE TIME."

A portion of Patty Williamson's complaint to the ACC

The Supreme Court of Arizona inCORP. COM'N v. State Ex Rel. Woods recognized the Commission's goals of
"protect[ing] consumers [in Arizona] from the abuses inherent in the public utility holding company
structure." Let's examine how these abuses inherent in the investor-owned utility structure of APS have
caused real harm to Arizona ratepayers.

Significantly Higher APS Rates: APS is an investor-owned utility regulated by the ACC and its average rate
was 23% higher than that of SRP, a community-based, not-for-profit organization, according to the 2021 EIA
data." As a result, APS customers used 935 GWh less and still paid nearly $565 million more in a single year.

Utility Characteristics
Revenues

TOTAL
SalesH Rate

CentslkwhOwnershiputility NameU\ili!y
Number
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APS
'A Higher

Data
Year' vv
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23%2021
2021

Megawatthours
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l
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2.935.672.0

11.9a
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1.3ii.é€6.
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Investor Owned AZPS
Political Subdivision SRP

803 Arizona Public Service Co
16572 lSall River Project

And yet, Comm. Thompson promised the "Wolves of Wall Street" that he will make the regulatory
environment better for the regulated utilities, which undoubtedly will result in higher profits. What do you
think higher profits at APS and TEP will do to the APS and TEP rates?
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Substantially Worse APS Reliability: Also, according to the 2021 EIA reliability data,5 APS customers
experienced interruptions more frequently and they lasted longer than they did for SRP customers. The total
time an average APS customer experienced power interruption in 2021 was 87.36 minutes compared to only

47.88 minutes for an SRP customer - or 82%
higher. The frequency of interruptions for an
APS customer was 0.89 compared to 0.77 for
an SRP customer - or 16% higher.

Bottom-of-the-Barrel APS Customer Satisfaction: Little wonder then that while SRP had the highest
customer satisfaction score in the nation (and the highest in the West for the 20th consecutive year) in the
J.D. Power 2021 Electric Utility Residential Customer Satisfaction Study,6 APS was in the bottom quartile,
ranked 44th among 57 large utilities in the study.

These pertinent performance measures don't matter to the "Wolves of Wall Street." They couldn't care
less about them because those entities only care about shareholder profits and stock prices. They don't
want just and reasonable rates that the Arizona constitution mandates from the Commission.

3 Complaint from Patty Williamson at:https://docket.images.azcc.gov/Eooooz3732.pdf
4 2021 Utility Bundled Sales to Ultimate Customers Total at: httus://www.eia.eov/electricity/sales revenue price/pdf/table10.pdf
5 Annual Electric Power Industry Report at: https://www.eia.gov/electricitv/data/eia861/
6 J.D. Power 2021 Electric Utillty Residential Customer Satisfaction Study at httDs://www.idDower.com/business/Dressreleases/2021electricutilityresidential
customersatisfactionstudy
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3. "Constructive" regulatory environment is a codeword for lining the utilities' pockets on the backs of
the captive ratepayers

A constructive regulatory environment is a euphemism for the Commission to be in cahoots with the
regulated utilities in lining their pockets while falsely claiming that it is in the best interest of the ratepayers.

The Commission was not designed to protect public service:
corporations and their management but, rather, was established to
protect our citizens from the results of speculation, mismanagement,
and abuse of power. To accomplish those objectives. the Commission
must have the power to obtain information about. and take action to
prevent, unwise management or even mismanagement and to
forestall itsconsequences.

Woods. 171 Ariz. at 296(Emphasis added).

The Arizona Supreme Court in Ariz. Corp. Comm'/1 V. Stateex rel. Woodsy explained the core mission of the
Commission. The Court also admonished
that it is "the Commission's duty to
protect utility customers from abuse and
overreaching by public service
corporations." The Court presciently
noted that abuses are "inherent in the
public utility holding company structure."

And yet, Commissioners Thompson and Myers have the gall to whine about the regulatory environment in
Arizona - only because the previous commission held a greedy utility like APS somewhat accountable for
the first time in a long time.9 These two anti-ratepayer commissioners are hell-bent on vindicating the
utilities' greedy goals at the expense of the public interest.

I debunked the nonsense they are peddling through multiple public filings and comments during the 2019
APS Rate Case proceedings. Specifically, three filings are worth republishing since the message appears to be
lost on them. Here is a summary of the three filings with complete filings in the appendix.

The 2021 Paul Walker Sequel. 'Wall Street Sharks II: Supervillains to Saviors'
Paul Walker chastised Commissioners for making the Wall Street sharks quite upset by creating regulatory
roadblocks that impact APS's earnings growth potential. I address the folly of Mr. Walker's specious argument that
if the Commission doesn't genuflect before the Wall Street sharks, the sky will fall on the ratepayers. The snake oil
Mr. Walker is peddling to the Commission is this: Arizona will face dire consequences if the Commission doesn't
approve imprudent SCR investments, reward APS with 10% ROE, and authorize $169 million in revenue
requirement, an amount 111 timesmore than the $1.52 million in doomsday costs.
Source: https://docket.images.azcc.gov/E000015407.pdf

Ignore the equity analysts' temper tantrums
lt'ssimple: Higher the PNW stock price, the higher the customer rates. And vet, Shahriar Pourreza (at Guggenheim)
would have us drink the Koo-Aid that when you harm shareholders, you also automatically hurt ratepayers.
Evidence shows that shareholders win only when powerless customers are screwed. PNW stock shot up by 300%
from 2009-2018 with APS's residential rates skyrocketing 30% from 2008-2018. That 10x relationship indicates
that for each 1% increase in rates, PNW stock rose by 10%. But when less money comes out of ratepayers' pockets,
it makes the likes of Mr. Pourreza look bad. l'm sure Mr. Pourreza would have jumped for joy, praised the Acc,
highfived APS executives, and jacked up his price target if the ACC had authorized an 18.7% ROE, something that
would have absolutely destroyed ratepayers.
Source: https://docket.images.azcc.gov/E000016100.pdf

The Fitch Ditch: What's the Ratepayer Impact (Negligible) and Who is to Blame (APS)?
Have you ever spent $50 to save Sl? Hopefully not, because it makes no sense. But that is exactly what APS is
scaremongering with the nonsense about the credit rating downgrade and higher borrowing costs. But isn't it
better for ratepayers to pay $1 in possibly higher borrowing costs that a lower APS credit rating may entail rather
than a guaranteed $50 rate increase?
Source: https://docket.images.azcc.gov/E000016203.pdf

1Ariz. Corp. Commn v. State ex rel. Woods at: httos//law.ustia.com/cases/arizona/supremecourt/1992/cv910082sa2.html
B Woods,171 Ariz. at 29497;Miller,227 Ariz. at2829.
9 Utility regulators message to APS: The days ofbuyinga rubberstamp are over at:https://www.azcentral.com/story/ooinion/oned/2021/11/13/aosratecase
beatdownvictorvcustomersnotshareholders/6356260001/
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Re:

APM44 Pn4£ga4r'AJ¢a4'

August 31, 2021
APS 2019 APS Rate Case (E-01345A-19-0236)
The 2021 Paul Walker Sequel. 'Wall Street Sharks II: Supewillains to Saviors'

Dear Chairwoman Marquez Peterson and Commissioners:

Oh, how the Wall Street sharks have gone from being supervillains to saviors in just five years!

In July 2016, Paul Walker produced a video supporting a controversial Solar Partners program, part ofApS's pending
rate case at the time, in which then-commissioner Tom Forese (elected with APS's dark-money campaigns)
participated. Even CEO Jeff Guldner (then a Senior Vice President) appeared in the video, which showed Wall Street
sharks chasing toy people meant to depict solar customers being taken advantage of. When asked about being part
APS's undue influence on the Commission, Mr. Walker responded: "That never meant he (Forese) was
predetermining a cost in a rate case. This is just typical political crap. 112

Fast forward to 2021 and the Wall Street sharks have become Arizona's saviors - at least in Mr. Walker's book. In
fact, he chastises Commissioners for throwing regulatory roadblocks in APS's earnings growth potential path and
making the Wall Street sharks crosswise. C'mon Commissioners! How dare you offend the Wall Street sharks?

Three simple inquiries confirm that it's an exparte communication to benefit APS - with a potential threat

Paul Wilkéf
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By Whom? APS has admitted to being a client of Paul Walker's company.3 Paul Walker (an ex-employee at the ACC
who should have known better) is a registered lobbyist at the ACC since 7/31/18.4 His
representation of APS is supposed to have ended on 1/31/21 (the record was somehow
last modified on 7/8/20) and yet Mr. Walker is still advocating for APS. The Commission
must fully investigate these discrepancies along with the APS-Paul Walker connection,
and most importantly, make sure that ratepayers are not paying a single penny toward
his lobbying fees that APS (or others) may have paid, and is possibly continuing to pay,

For Whom? Whether the email Mr. Walker sent contains a copyof his most recent update on the Arizona regulatory
climate is immaterial. That Mr. Walker has disseminated the updates to a broad audience is equally immaterial. The
fact remains that neither the cover email nor the attachment were on the public record of a contested proceeding.
Because they are now public, doesn't absolve him or APS. Whether it was not "prepared in conjunction with, for, or
on APS's behalf" is immaterial. The unauthorized communication by a lobbyist was prepared for APS's benefit.

What? Whether other Arizona utilities are Mr. Walker's clients is immaterial. That it includes investment analysts'
opinions given to him by his Wall Street "friends" is also immaterial. APS is in a fully-litigated rate case for the first
time in a long time.5 The express purpose of his latest email is to exert nonpublic influence on the commissioners.
An older version included in the Costs of Inconsistency whitepaper6 available on website theseuslIc.net, mentions
APS 25 times and PNW more than 50 times. What else could his specific intent be in bringing up SCR disallowance,
RUCO recommendations, and cost of debt and equity issues - all of which were fervently argued by APS's experts?
More than just spam emails or lobbying (which is Mr. Walker's right if it is on the public record) or even the
unauthorized communications, the most worrisome aspect is the potential threat in his email to the Chairwoman:

"APSis now expected to have to file a rate case within a year after its decision becomes f inal  - and

to have to litigate extensively on the SCR disallowance. "

1 Welch, D. (2019, April 2). APS admits it spent big money electing regulators in 2014. Azfamily.com.
https://www.azfamily.com/news/politics/arizona politics/aps-admitsitspentbigmoneyelectingregulatorsin2014/article 7ebdaefe55ad-11e986b1
a3f29b8C79S2.htm|
2 Randazzo, R. (2016, July 29). Democrats complain APS solar issue being prejudged.The Arizona Republic.
https://www.azcentraI,com/storv/monev/business/energy/2016/07/28/democratscomplainapssolarissuebeingpreiudged/B7594622/
3 APS response to the Chairwoman at: httos://docket.images.azcc.gov/E000015382.pdf
4 ACC Registered Lobbyist search at: httns://efiling,azcc.gov/publicrecords/Iobbvist/detail;id=67b17ef66S4f4f41bc4bc448ef251e19
SThe Chairwoman must not coerce a settlement from the dais by giving more weight to joint filings from "otherwise traditionally opposing parties."
6 "Theseus The Costs of inconsistency June 2021at: https://theseusllc.net/articlesandpublications
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Arizona will face dire consequences if the Commission fails to rubberstamp APS's request, really?

Let me address the substance (or lack thereof) of Mr. Walker specious argument that if the Commission doesn't
genuflect before the Wall Street sharks, the sky will fall on the ratepayers. He suddenly seems to value opinions of
Wall Street sharks he derided five years ago. (Question: If the analyst reports are "publicly available," why doesn't
Mr. Walker cite them, but instead gets them from "friends" of his on Wall Street as a courtesy?)

The Arizona Supreme Court inAriz. Corp. Comm'n v. Stateex rel. Woodsy said: "The Commission was not designed
to protect public service corporations and their management but, rather, was established to protect our citizens
from the results of speculation, mismanagement, and abuse of power." The Court presciently noted that abuses
are "inherent in the public utility holding company structure" necessitating "a balancing of the investor and
consumer interests." Don Brandt openly testified to the ACC in Sep. 2019 that APS management's "first allegiance"
was to the shareholders who own the company,*' and he certainly acted as such.
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Wall Street quadrupled the PNW stock - from a low of $23.00 in 2009 to a high of $92.33 in 2018 - which enabled
2028 lllgliilglitsanliiwhieueiiieiNs Pinnacle West to create $8.8 Billion in Total Shareholder Value from 2009-2018
5""""°"°""'"',........,...... aided by an assist from corrupt commissions it had bankrolled. No Wall Street

$a..8 shark shed a tear about the fact that APS's residential rates had skyrocketed by
more than 30% from 2008 (10.88 cents/kWh) to 2018 (14.16 cents/kWh) - at
a growth rate significantly higher than inflation - despite the average and total
residential usage had, in fact, declined. By 2018, APS's residential rate was 21%

higher than SRP's, 13% higher than TEP's, and 41% higher than UNS's residential rate, according to the ElA price
data.9 But the Wall Street sharks are now worried about an environment of "consumer advocacy" and "an effort on
the part of the commission to control rates"?1° Life was sure good when the commission failed to control rates.

Wall Street sharks celebrated these achievements in Total Shareholder Return: "Since May 1, 2009, Pinnacle West
has delivered an annualized TSR of 17.1%, exceeding the annualized returns of the S&P 1500 Electric Utilities Index
of 11.1% and the S&P 500 Index of 13.9%."11 PNW had "increased its dividend for the 7th consecutive year, by 6%."
They paid thenCEO Don Brandt $14.5 million for 2018 to make him the 3rd highest paid CEO in Arizona.12 Sadly,
that same year, APS cut off power more than 110,000 times for non-payment (including Stephanie Pullman's) and
left 1 in 10 customers in the dark." In the tug of war that is rate making, when investors win, ratepayers lose! Mr.
Walker knows this because he says, "those investors likely don't care about Arizona's future"1" - and yet, he tries
to gaslight us into believing that what's good for the Wall Street sharks is also good for Arizona's ratepayers.

- on ma an or musesn I uuna s n unu

WACCy:To prove his point, Mr. Walker reports in his white paper that at least $672 million in funding is provided
to Arizona utilities every year, a vast majority coming from Wall Street investors, with the highest portion ($277
million) going to APS. Then, as a red herring, he concocts a doomsday scenario in which "Arizona utilities won't be
..'=. z ~.T-...1. a.: ,__ able to sell stock"15 and will be forced to increase their use of debt at 6% debt cost from

' 1""" * Z" ":"* 50% to 70% of their capital expenditure needs. He then calculates the increase in
I  .  i i i :  Z  i i Weighted Average Capital Costs as $3.7 million. The APS portion would be about $1.52

~ . Q million in what he describes as "unavoidable costs to ratepayers." And the snake oil Mr.
Walker peddles to the Commission is this: Arizona will face dire consequences if the Commission doesn't approve
imprudent SCR investments, reward APS with 10% ROE, and authorize $169 million in revenue requirement, an
amount111 times more than the $1.52 million in doomsday costs. Ignore him and install an email spam filter.

7 Ariz. Corp. Comm'n v. State ex rel. Woods at: https://law.iustia.com/cases/arizona/supremecourt/1992/cv910082sa2.html
a Don Brandt Testimony to the Acc on 9/4/2019, 3:22:09 mark, at: hups://azcc.granicus.com/plaver/clin/36s7?view id=3&redirect=true&entntime=12129
9 EIA average price data available at: https://www.eia.gov/electricitv/sales revenue price/
m See the question by Paul Patterson of Glenrock Associates in Pinnacle West Q2 2021 Results .. Earnings Call Transcript at:
https://seekinaaloha.com/article/4445686r.iinnaclewestcapitalcorppnwceo1effreveuldneronq22021resultsearningscall
11 Pinnacle West 2019 Proxy Statement at: be : s22.o4cdn.com/464697698/files/doc financials/annual/2019/2019ProxvStatementWebReady.pdf
Hz Wiles, R. (2019, June 27). Pay for Arizona CEOs hit a new record in 2018 - see who made the most.The Arizona Republic.
https://www.azcentraI.com/storv/monev/business/economv/2019/06/27/arizonahighestpaidceossetnewearninerecord2018/1516937001/
is Roberts,L. (2019, June 6). APS cut power to poor customers 110,000 times last year while raking in eye popping profit. The Arizona Republic.
https;//www.azcentral.com/storv/opinion/oned/laurieroberts/2019/06/06/arizonapublicservicerateleftpoorcustomersdark/1368624001/
*" "Theseus The Costs of inconsistency June 2021", 56 at: https://theseusllc.net/articlesandnublications
is Fortis (FTS) and Pinnacle West (PNW) have 471 million and 113 million shares outstanding and a market cap of $21.6 billion and $8.7 billion, respectively.
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Date:
Docket:
Re:

A*>*w*J Pwlgaov»ka4'

October 11, 2021
APS Rate Case (E-01345A-190236)
Ignore the equity analysts' temper tantrums. Chairwoman, please explain your refusal to lower rates.

Dear Chairwoman Marquez Peterson and Commissioners:

In 2019, the brilliant Mr. Steve Benson had a retortly worth a thousand words to the Wall Street leeches whose equity
research reports APS has filed in response to Commissioner Kennedy's request.
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Regardless of the rationale. Really?

Particularly ticked off is Shahriar Pourreza at Guggenheim who brags on his Linked lf profile that he has "cultivated a
deep Rolodex of 'C' Suite executive contacts and industry players" and that he is "a frequent private and public company
board presenter."3 Rolodex, huh? He ranted that ACC was "the single most value destructive regulatory environment in
the country."" Clearly, the people Mr. Pourreza represents are not the ratepayers pulling the APS wagon with the yoke
fastened over their necks. They are large, wealthy investors with 92% ownership of the PNW shares who are behind
the wagon collecting the money that's falling out - like $375 million in stock dividends in 2021 alone.

To Mr. Pourreza, who accuses the commissioners of misconstruing the fundamentals of utility ratemaking, "responsible"
is able lo make in its clean energy transition plans. We have been disappointed to see l8t€lyl3klllg M€3lls giving the utility whatever it asks
¢haHl\eACC does nolseem to understand that weakenlng Arlzona Publlc Servlces for with no questions 35ked. That5 right. He says;
Nnancral motrlcf lls bound to ultimately
drive up ratepayer bills despite onenng no corresponding Improvement In service Never weaken the financial metrics l€R3ld1€5S of the
to show for lhe hlghercosts. rationale for doing so - especially when they drive

his credibility (#2 ranked stock picker in electric utilities) and his firm's profitability. No matter how badly APS screws
up, neglects its customers, engages in unforgivable politicking, the Commission should never ever hold APS financially
accountable - regardless of the rationale for doing so. Really? Looks like he forgot to read the rate case docket
description: "in the matter of the application of Arizona Public Service Company for a hearing to determine the fair value
of the utility property of the company for ratemaking purposes, to fix a just and reasonable rate of return thereon, to
approve rate schedules designed to develop such return. " Determining fair value of the property and fixing just and
reasonable return sound like financial metrics to me. After all, why bother holding a hearing if the outcome must be
preordained according to him to strengthen the financial metrics, which would inevitably mean higher customer rates?

And, of course, Mr. Pourreza doesn't quantify how much the ratepayer bills will "ultimately" go up due to higher
borrowing costs vs. immediately go down due to lower ROE and imprudent disallowances. ( Notwithstanding his
fearmongering, as a ratepayer, I will take the under on lower bills because of lower ROE and disallowances.)

x APS Dark Money" cartoon by Steve Benson at httos://www.azmirror.com/cartoons/?modulaoage=13
Z APS Response to Comm. Kennedy at: httos://docket.images.azcc.eov/E000016073.Ddf?i=1633709496418
3 Shar Pourreza Linkedln Profile at: https://www.linkedin.com/in/sharnourreza
" Guggenheim Investment Report at: https://docket.images.azcc.gov/E000016064.Ddfi'i=1633709496418
s Pinnacle West Capital Corp at: https://www.cnbc.com/quotes/PNW?tab=ownership
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Higher PNW Stock Price = Higher Rates

One thing is for sure: The lower the ROE and lower the imprudent expenses in rate base, the less the ratepayers will
pay, the lower the APS profits will be, and lower will PNW stock price go. The haircut PNW stock took last week was
precisely because the ratepayers would be paying after a downward adjustment to the ROE (8.7% in adopted Olson
#1 vs. the 10% APS request) and denial of certain expenses as it stands (e.g., SCR, AIAP, D&O) to be recovered from
them. lt'ssimple: Higher the PNW stock price, the higher the customer rates. And yet, Mr. Pourreza would have us drink
the Koo-Aid that when you harm shareholders, you also automatically hurt ratepayers.

PNW SELL
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Evidence shows that shareholders win when the powerless customers are screwed. PNW stock shot up by 300% from
2009-2018 on the back of APS's residential rates skyrocketing 30% from 20082018.6 That 10x relationship indicates that

when for each 1% increase in rates, PNW stock rose by 10%. But when less money comes
out of ratepayers' pockets, it makes the likes of Mr. Pourreza look bad. He had to eat
crow and admit to the investors that he was late to the downgrade party and the $97
PNW price target he had talked them into just a few days ago had to be slashed by nearly
$40 - not a good look for an equity analyst who brags about being the #2 ranked stock
picker. Worse yet, every adopted amendment had bipartisan support (except Olson #6,
which was superseded by O'Connor #1). In his temper tantrum disguised as a report, Mr.

Pourreza couldn't blame any one commissioner or party. So, instead of admitting failure to read the writing on the wall
that even greedy monopolies who put profits before people must suffer consequences, he lashed out at the commission.

l'm sure Mr. Pourreza would have jumped for joy, praised the ACC, high-fived APS executives, and jacked up his price
target if the ACC had authorized an 18.7% ROE, for example - something that would have absolutely destroyed the
ratepayers. It probably didn't bother him that between 2013 and 2018, APS spent more than $182 million on lobbying,
marketing, grants, and political spending - or $152 per customer.7 He probably didn't care that APS disconnected service
382,500 times while paying $1.5 billion in dividends from 2015-2019. (Did he really think it would go unnoticed or will
suffer no consequences?) No doubt he preferred the previous bought-and-paid-for commissions and likely agreed
wholeheartedly with APS's assessment during its Q2 2015 PNW Earnings Call that the regulatory environment was
"increasingly constructive and supportive." (That is utility industry lingo for rubberstamp commissions without a
backbone.) Funny how that happens when APS spends dark money to buy regulators who are supposed to regulate it.

With that in mind, if lower profits force APS to tighten the belt on buying politicians, paying exorbitant executive
compensation, and increasing the dividend for the ninth year in a row, by 6.1 percent, it would be a welcome change.

Every Wall Street firm disclosed potential conflict of interest that could affect objectivity of its report

Imagine how worthless your word would be if you as commissioners had a beneficial ownership of the Pinnacle West
stock, received compensation from Pinnacle West for investment banking services, maintained a market in the stock,
received compensation for non-investment banking services, provided non-securities services, and had a significant

financial interest in
Pinnacle West.

wais Fargo Securities. LLC and/or its affiliates, have heneficnal ownership of 0.5% or more of any class of me common stock of

Wells Fargo Securities. LLC or itsaf lillates received compensation for invesunervt banking servkes f rom plnnade w esttanltal Curnoradon in the past 12 months

Wells Fargo Securities. LLC or its af f iliates intends to seek or .sports to neceiw  enmpensldon for inveeuvlult banking services in the neartthnee months f rom an
af f iliate of  Pil\l\.deWest Clplhl Cerpatztien

Wells Fargo Seulrities.Ll.£malntainsa market in the romman stud ol'FlrlnadewcstCw1!¢IC°19¢fl\l¢l\

Wells Fargo Securities. LLC, or any d its affiliates, intends to seek or expects to reeeiye compensation for lnvenvnent banking sennas fvom Flyl\I¢leWest Qpltll
Colltlndun in the next three months.

Wells Fargo Securities. LLC iezdved compensation for products or services other than investment banking services f lam Plm\adew eet Capital Calpeliden in the
past 12 months

S o m e o r a l l o f

these confl icts of
interest exist with
v i r t u a l l y e v e r y

f i rm whose equi ty

r e s e a r c h r e p o r t

AP S  s ubm i t t ed .
PiluudtW!ltC.ui\ilCmDunduncunuvtlyls,orduringthel2mumhpedodprecedingthedateardWrltuutionoftfsereseardrrupurtwama d bFalgo
Securities. LLC. Weils Fargo Securities, LLC provided nonsecurities services to Pinnxk Wes! capini Corporation.

Pinnldlwux Clplul Corporation cummtly is. or during Me 12 month period pnacading the date d distribution of Me runrdm 1wortwa, I cliantof Wells Fargo
Securities. LLC. Wells Fargo Securities, LLC provider! investment hanldng unites to Flr\mdlWlstCln:italCoIparadunL

F or examp le ,  read
Wells Fargo Securities. LLC or is alhluales has a signif icant f inancial interest In Pimp West Capital Corporation. . . .

this  f ine  p rint o f
disclosures for Wells Fargo Securities. (This is the same Wells Fargo that was slapped with a $250 million fine last month
for failure to pay back wronged customers because the Office of the Comptroller of the Currency said the bank had not
met the requirements of a 2018 consent order.)

s The 2021 Paul Walker Sequel. Wall Street Sharks II: Supervillains to Saviors' at: httos://docket.images.azcc.eov/E000015407.pdf
1 APS political spending soared under Don Brandt. will that change with a new CEO?" at https://www.enerz.yandoolicy.org/apspoliticalsoendine
soaredunderdonbrandtwilIthat changewithanewceo/
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While the equity analyst's compensation may not be directly or indirectly tied to the specific recommendations (because
that would be blatant and FINRA would come after them, again), as Goldman Sachs makes it clear in the fine print:
"Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues."

Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues.Analyst compensation:

Translation: If the equity research analyst like Insole Kim pisses off Pinnacle West, the company could take its business
to a different firm and that could affect the firm's profitability and analyst's own compensation based on the profitability
of the firm (not to mention the dirty looks the analyst will get from other divisions for losing them lucrative business).
And that's exactly why the fine print aka "Important Disclosures" in virtually every report submitted by APS contains the
nearly identical statement about "a conflict of interest that could affect the objectivity of this report" as follows:

I

BofA Securities does and seeks to do business with issuers covered in is researdn
reports. As a result, investors should be aware that the firm may haves conflict of
interest that could affect the objectivity of this report. Investors should consider this
re rt as onl a sin e factor in maki their investment decision.

So, please ignore the temper tantrums by equity analysts and don't drink the Kool-Aid they are selling.

Chairwoman, can you please explain how your amendment and votes helped decrease rates?

"How Can We Achieve 9 Cents per Kilowatt-Hour for Arizona?" That was the question Chairwoman Marquez Peterson
asked APS and parties to the pending APS Rate Case last year. Her letter stated: "A well thought out and concerted effort
to decrease rates will be absolutely necessary if we're going to provide a meaningful catalyst for our citizens and
economy to take off in the next five to ten years." A commissioner at the time, the Chairwoman sent out a press release"
and issued a prepared statement to the media denying that she had prejudged the rate case.9

APS, whose 2020 rate at 11.72 cents/kWh was already 30% higher than the 9 cents target, refused to comment, ignored
her letter, and thumbed its nose by seeking another 5% boost and asking for $184 million more in the current rate case,
(later reduced to $169 million). But when push came to shove and when the Chairwoman was presented with two
substantial opportunities (SCR disallowance and lower ROE) to decrease rates during the October 46 Special Open
Meeting, the Chairwoman reversed herself and turned her back on the ratepayers.

Stop SCRewing the Ratepayers
The ROO at 114 stated that the SCR investments were imprudent "[b]ecause of APS's failure to reevaluate the need for
Units 4 and 5 and the SCRs over the intervening years since Decision No. 74876." The ROO also rebutted the "used and
useful" preterm by stating: "But the fact that plant is used and useful, alone, is not tantamount to prudency." As a result,
the ROO disallowed $460 million in rate base along with $25 million in depreciation and amortization expenses for a
total of $485 million disallowance. RUCO had originally asked for a separate proceeding for SCRs before the ROO was
published. But in its exceptions to the ROO on page 9, RUCO stated that it "does not take exception to the ROO's
recommendation" and added that RUCO "does not oppose the ROO's recommendation."

And yet, the Chairwoman introduced Marquez Peterson #3 amendment and used the power of the gavel to schedule it
for a vote ahead of all the other amendments. It was unfortunately adopted. The amendment adopted RUCO's obsolete
recommendation to hold the docket open for a separate proceeding. That wasn't the only problem with it. The
amendment conflated the central issue of SCR prudency with the complex issue of securitization and tied it to the 2022
legislative session. The amendment asked for analysis to determine the reasonableness and prudency of the ongoing
operating expenses associated with the 4CPP - when the ROO had concluded that prudency of the original SCR project
investments had not been demonstrated in denying its recovery. The amendment declared that the evidence in the
record was not sufficient, although AU Harpring who presided over the entire proceeding had rejected that claim.

The ROO had permanently eliminated $485 million, but by giving APS a new lease on life, the Chairwoman has raised
a distinct possibility that some or all of the disallowance would work itself back into customers' bills - securitization
or not.

8 Arizona Corporation Commission News Release on 111720 at:https://azcc.gov/news/2020/11/17/commissionerleam%C3%A1rquezpeterson
asksaospartiestooendineapsratecasehowcanweachieve9centsperkilowatthourforarizona
9 Arizona Corporation Commissioner Lea Marquez Peterson says APS should cut rates by 25% at:
httos://www.azcentraI.com/storv/monev/business/eneray/2020/11/17/apsshouldcutrates25savsarizonacorooration
commissioner/6312801002/
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And commissioners must not forget this Oct. 2013 exchange between Shar Pourreza (then at Citigroup) and thenCFO
Jim Hatfield. Mr. Pourreza asked about the 4CPP litigation
and "pretty high capital requirements of these assets."
Jim Hatfield replied: "So our plans right now are to just
close the transaction and install SCRs in 2017 and 2018
and we think that will fit within the EPA guidelines."10
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never ever veered. Installation of SCRs was preordained.
APS rammed through the SCRs after closing the SCE acquisition transaction for Units 4 and 5 and obtaining Decision No.
74876. Evidentiary record shows that APS never reevaluated the need for Units 4 and 5 and never evaluated a pre2038
retirement of 4CPP until its 2017 IRP. It is already clear as the Sierra Club has shown and as the ROO has stated that APS
never seriously considered an alternative to its plans.

Or did they? When APS was fearmongering to defeat Prop. 127 in Nov. 2018, APS told investors that customers would
"bear the brunt" of forced early retirement of Palo Verde ($1.9 billion) and 4CPP ($1.3 billion) and how that disastrous
scenario would increase rate base estimates and likely double customer bills, based on Q2 2018 Earnings Call Transcript.

(PNW)Pinnacle West Capital Corp.
Q2 2018 Eamings Call

3 Corrected Transcript
03-Aug2018

Further, customers would bear the brunt of our recovery of the costs associated with the forced early retirement of
existing facilities. At the time of a possible early retirement, the remaining book value and other costs associated
with the early shutdown for Palo Verde Generating Station and the Four Comers Power Plant could be $1 .9 billion
and $1 .3 billion, respectively. While we expect the Steyer-funded ballot initiative would significantly increase our
rate base estimates, customer bills in 2030 would likely be double today's bills.

Oh no! And yet, within months, APS announced its own "clean energy commitment" in early 2020 (after filing the rate
case in Oct. 2019, of course) along with early retirement of 4CPP! So here's the $485 million question: Did APS seriously
consider 4CPP early retirement scenario? Answer: , when it suited APS's false and fearmongering narrative. M
(as in the rate case) when it could demonstrate that the $485 million SCR investment APS made was imprudent.

Marquez Peterson #3 amendment to the ROO has let APS off the hook and ScRewed the ratepayers by depriving
them of a permanent $485 million rate base reduction. I STRONGLY URGE COMMISSIONERS KENNEDY AND OLSON
TO ASK TO RECONSIDER THEIR "YES" VOTES FOR MARQUEZ PETERSON #3 AT THE NEXT OPEN MEETING.

ROE must remain at 8.7% per Olson #1 amendment, but why the only "no" vote by the Chairwoman?

APSs Luzilccuw  2.010 Rah: C.uc CIIUIZ in cnur midi lx: Rah: Culup.Ansun IuuI..iml
ill: resulting poor cuuamer saiisfuuion must he properly addrcscd. Basal un the Ovcrlund
Repiw l. w e have nlneady dctcnnined that then: w ere significant deficiencies in APSs 201(\ Raj:
Can: CEOP ibecixiun No, 772701. Th: overw helmingly nqgnuvc Alciumikr Rzpun do iikmif ial
ubsuinlinl "sllonoomings" and "ddiciulcia" in the CEOP. Thcxe def iciencies w ould explain

much of  the cunonier cnnfusinn md mmplninu Alla she MW rules w en! imp emu As RUC( I
nolod. the resulting pm customer ulinfauixm in r:I\e.1od in APSs law  ranking nrnong Wen
Region utilities in m. Puw:f» 2019 nmkings. WMM. the l8 ntlgyTnol§ Rcpon umfimucd ma on
:our was inlmduanl inly the RC Tool I in Fdmiury 2019. kidding lu kwnnrct mconimcrxlnlicm
until November *019 w hen ii w as n:movv:d f rom APSs w ebsite. APS w as tow ed lu refund
customers um: w ere id¢nnn=4 as paremiully nf fcczed by the man in Use mr mol, APS lam
provided iukliiional refunds 1\ pan ul in mllcmenr w ith Me Arizona Anomey Gene:lls complain
urinal Me Company related lo its 2016 RE je Car CEO? and Ram Comparison Tool mm.
lluw cvcr. is the .llclgyTuol§ Rcpnrl null, bccaiusc APSs w chsiu: did na fully log the dum al
men of RC Toni I. ii in impossible to xnnessi lmw  many cuxlomcrs used in and w ere inlluemxd by
II m sclnning run: plans, In nddiliou no Use rcquiIrmenu w e include below . APSl poor ensaoincf
service peffnrmnnnc mcfius n 20buisi»poinr duw nw nd ndjuslmenl in ROE in ueeonumcndol by
RUCO and mllrcled in our nssolurion in Section (VIKC).

RUCO had presented evidence in the rate case proceeding that APS deserved a much lower ROE of 8.7%. The ROO
recommended 9.16%. (Staff didn't file an exception because
9.16% was within their range of 9.39.5%. What?) I explained
in detail why the ROO didn't go nearly far enough and that a
much lower ROE was justified due to management inefficiency
for which there is precedence.11 Commissioners Olson and
Kennedy both proposed amendments with RUCO's calculated
Cost of Equity of 8.9% with a 20-basis point reduction justified
by a long list of deficiencies in APS's customer service
performance along with the language cited in Olson #1 here
with which nobody (except APS) would disagree.

Olson #1 amendment reduces base rate revenue requirement by a sizable $97 million,according to my calculation."
Fortunately, Olson #1 passed 41, but only  Chairwoman Marquez Peterson voted against itl

10 APS Response to Comm. Kennedys Administrative Subpoena, KACC00021, at: https://docket.images.azcc.gov/0000197007.pdf#page=61
11 "The ROO Is a Good Start, but It Doesn't Go Nearly Far Enough" at: httos://docket.imaees.azcc.eov/E000015847.pdf
x2 The $34,482 million reduction due to 0.46% ROE decrease (9.16% in the ROO vs. 8.7% in Olson #1) equates to $97.45 million reduction in base
rate revenue requirement for the 1.3% reduction (APSs 10% request vs. 8.7% adopted in Olson #1)
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In explaining why she refused to lower ratepayer bills by $97 million when she believed last year that decreasing rates
substantially will be "absolutely necessary," the Chairwoman said: "| don't think this ROE adequately recognizes the
financial realities of our transition to clean energy."

First, it must be noted, that the Chairwoman has been throwing every possible obstacle in our transition to clean energy.
Her rhetoric about clean-energy rules doesn't match reality. She has reversed her position from a year ago and has voted
down a bipartisan set of clean-energy rules twice in one month. By calling standards a "blank check" she relinquished
the primary role of the ACC to serve as utility regulators."

Second, there is no evidence - other than fearmongering by APS about the sky falling - that the company will be
unable to raise capital for worthy and prudent projects. In fact, Chairwoman's support for clean energy standards -
rather than her failed attempt to dilute them to "goals" - would provide greater financial certainty and facilitate raising
capital for transition to clean energy. That would be a much better approach compared to awarding fatter profit margins
to the fat cats.

Third, if APS is unable to raise the necessary capital, then the Acc needs to bring in other competitive suppliers who can
- an effort that the Chairwoman has stymied. Retail competitors will be thrilled to provide electricity for 8.7% ROE.
And I hope the Chairwoman didn't fall for Mr. Guldner's substation background or "I-wish-I-could-change-it-but-I-can't"
line. While Mr. Guldner certainly can't change the past as fast as he can change his background, he was on center stage
through every one of the APS shenanigans - not to mention the fact that he was Don Brandt's righthand man
throughout. The well-deserved hammering APS has received has not yet hit where it hurts most - in its pocketbook.

Chairwoman, can you please explain to APS ratepayers what meaningful levers the Commission has to lower rates -
other than ruling unnecessanyexpenses like SCRs imprudent and lowering the Return on Equity, and why you reversed
yourself in not supporting them, especially when you had said that decreasing rates substantially will be absolutely
necessary to provide a meaningful catalyst for our citizens and economy to take off in the next 5-10 years?

And maybe Arizona Chamber and GPEC can explain to ratepayers how raising utility rates is in the best interest of
Arizona's residents, all businesses (except APS), and economic growth.

Finally, to counter the Wall Street analysts' self-serving, Chicken-Little reports, I am attaching as Attachment 1, a recent
column by Laurie Roberts in the Arizona Republic that takes a somewhat different position." Ms. Roberts says, "Not so
long ago, the five-member Corporation Commission amounted to a wholly-owned subsidiary of APS," and calls
Wednesday's decision to cut APS's profitability "astonishing." She adds: "Finally, we have utility regulators who are
willing to regulate utilities."

APS may get a rate cut? THIS,
Arizona, is Exhibit A in why your vote
matters
OPINION: APS is looking at a rate cut? Finally, we have utility regulators who
are willing to regulate utilities.

Laurie Roberts Arizona Republic
Published 12 34 p in MT Ocl 7 2021 l Updated 133 p.m. MT Oct. 7, 2021

x3 "Lea Marquez Petersons rhetoric about cleanenergy rules doesn't match reality" at:https://www.azcentral.com/storv/opinion/on
ed/2021/06/29/cleanenergvrulesnoblankcheckutilities/S326491001/
"' APS may get a rate cut? THis, Arizona, is Exhibit A in why your vote matters at: https://www.azcentral.com/storv/oDinion/op
ed/Iaurieroberts/2021/10/07/apsmay,qetratecutyesarizonavourvotereallydoesmatter/6039399001/
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azcentral.
LAURIE ROBERTS I Opinion This piece expresses the views ofits author(s), separate from those of this publicahon.

APS may get a rate cut? THIS, Arizona,
is Exhibit A in why your vote matters
OPINION: APS is looking at a rate cut? Finally, we have utility regulators who are willing to
regulate utilities.

Laurie Roberts Arizona Republic
Published 12:34 p.m. MT Oct. 7, 2021 I Updated 1:33 p.m. MT Oct. 1, 2021

A funny thing happened this week as Arizona Public Service executives were marching toward
yet another money grab from its long-suffering customers.

They ran smack into the state's utility regulators, who, at long last, appear ready to actually
regulate the state's largest and most powerful utility.

Instead of the usual rubber stamp, APS execs this week bounced off a rubber wall.

Instead of agreeing to APS's request to raise rates by an average of nearly 5%, it appears the
Republican-dominated Arizona Corporation Commission may actually cut the amount that
APS can charge its customers.

Oh, it may not mean that you'll actually pay less, given other cost surcharges the utility is
allowed to automatically increase and pass along to its customers.

But you won't wind up having to pay an average of 4.9% more in the base rate.

That thump you just heard? That's the board of directors of Pinnacle West Capital Corp., the
parent company of APS, hitting the marble floor in a dead faint.

It just shows what can happen when voters start paying attention.

Not so long ago, the five-member Corporation Commission amounted to a wholly-owned
subsidiary of APS.

The monopoly utility's profits soared after it spent nearly $15 million - most of it secretly
thanks to the state's liberal dark money laws - to stack the commission with friendly faces in



2014 and 2016.

It immediately paid off.

In 2017, the commission rubber stamped a $95 million APS rate hike, one that was sold to us
as an average 4.5% boost. But fully a third of APS's residential customers, about 300,000
households, saw rate hikes double and even triple that as the utility was sucking in far more
than its allowable cash grab.

Even so, regulators declined in 2019 to reverse the rate hike, instead ordering APS to issue
refunds and file a new rate case.

Which brings us to now, when APS is asking for even more of our money. This time, it wants
$169 million, boosting rates by an average of 4.9%

But 2021 is not 2017, thanks to two election cycles in which voters installed a whole new
Corporation Commission.

After three days of hearings, the commission on Wednesday settled a key element of that rate
request, approving a sizable cut in the profits that APS will be able to score off of its
customers. The commission voted 4-1 to slash the amount the utility can earn on
its investments from 10% to 8.7%.

That, alone, should save customers $34 million a year, according to Commissioner Justin
Olson.

APS CEO Jeff Guldner on Wednesday pleaded with the commission not to cut its return on
equity, saying it'll impact the utility's ability to finance new projects and ultimately cost
customers more.

Guldner is not the architect of APS's past schemes. He replaced longtime Pinnacle West/APS
CEO Don Brandt who in 2019 suddenly found he had a hankering to retire after his political
skulguggery was outed and his c01npany's reputation was shredded - though its profits
were considerably padded.

Guldner, who vowed to stay out of Corporation Commission races, told the commission he's
working to change the culture and direction of APS but can't change the past.

"I wish I could change it, but I can't," Guldner said.

Nor can the rest of us forget it just yet.



While I don't pretend to know much about the intricacies of utility finance, I do know that APS
has for years been allowed to charge its customers substantially more than other utilities.

That it snookered voters into electing puppet commissioners and as the result, its profits
- and our utility bills - soared.

Now we finally have a commission that not only does understand the intricacies of utility
finance, it also understands its considerable responsibility to the utility's captive customers.

The commission still has a few decisions to make before a final vote on APS's rate hike request
but for all you voters who wonder whether your vote matters?

well, there really is only one word for it.

Give yourself a high five because this is a sight to behold.

Wednesday's decision to cut APS' profitability is

Astonishing.

Remember this next year, as you ponder whether your vote counts.

Reach Roberts at laurie.roberts@arizonarepublic.com. Follow her on Twitter at
@LaurieRoberts.

Support localjournalism:Subscribe to azcentral.com today.
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October 18, 2021

From :

Date:

Docket:

Re:

APS Rate Case (E-01345A-19-0236)
The Fitch Ditch: What's the Ratepayer Impact (Negligible) and Who Is to Blame (APS)?

Dear Commissioners,

Have you ever spent $50 to save Sl? Hopefully not, because it makes no sense. But that is exactly
what APS is scaremongering you and the ratepayers into doing. APS wants you to act as if Arizonans
elected Dan Lowrey of S&P Global, Daniel Neama of Fitch, and Shar Pourreza of Guggenheim as the
commissioners. This comprehensive research and analysis answers many important questions:

.

.
•
•
•
.

Who other than the ACC has a mandate to prescribe just and reasonable rates? (Nobody)
What exactly does "hamper our ability" mean? (Nothing)
Who is to blame for the fallout and downgrades? (APS)
What does "constructive" regulatory environment mean? (The ACC is in APS's pockets.)
Why Georgia (AA2 state per RRA) must NOT be on our mind? (It's in the Ratepayer Hall of Shame)
How could APS avoid future downgrade and increase FFO despite lower ROE? (Tighten the belt).

Who other than the ACC has a mandate to prescribe just and reasonable rates? (Nobody)
APS is creating higher borrowing cost as a red herring on the back of Fitch,1 Guggenheim,2 and other
downgrades. Credit rating firms like Fitch or equity research firms like Guggenheim do Qt represent
ratepayers' interest. Quite the opposite. They represent interests of lenders and shareholders
without ever caring whether rates are just and reasonable per article 15, section 3 of the Arizona
Constitution. We already know that APS executive compensation has disproportionate weighting on
shareholders' interests, but even Pinnacle West directors are required to hold or control enough
shares to "align their personal financial interests with those of the Company's shareholders." So,
who among the credit rating agencies, equity research firms, APS executives, or Pinnacle West Board
of Directors is incentivized to advocate for and safeguard ratepayers' interests? NOBODY.

The Commission, however, not only has broad powers, but a constitutional mandate to prescribe
just and reasonable rates? And as the Supreme Court of Arizona said, the Commission was
designed to protect powerful public service corporations and their management but, rather, was
established to protect powerless citizens.4 We must never lose sight of that despite all the
gas lighting and predictions of the sky falling on Arizonans because APS may earn 1% less revenue.

How much is APS's revenue request vs. higher borrowing cost? ($169 mill. vs. $3.4 mill. Q 50:1)

Jeff Guldner wrote to the Commission: "As I stated in the Open Meeting, these downgrades of the
Company's credit rating will result in higher borrowing costs for the Company-costs which will be
borne by our customers, and which will hamper our ability to build the infrastructure necessary to
support economic growth."5

x ApS/Guldner Letter to the ACC with Fitch report on 10/12/21 at: httos://docket.images.azcc.laov/E00o016137.ndf
2 APS/Guldher filing of Guggenheim report on 10/07/21 at: https://docket.images.azcc.gov/E000016064.pdf
3 Arizona Constitution, Article 15 Section 3 at: https://law.ustia.com/constitution/arizona/15/3.htm
4 CORP.COMN v. State Ex Rel. Woods at: https://law.'ustia.com/cases/arizona/suoremecourt/1992/cv910082sa2.html
s APS/Guldner Letter to the ACC with Fitch reporton 10/12/21 at: https://docket.images.azcc.lzov/E000016137.odf
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Fair enough, but making a mountain out of a molehill is the very definition of scaremongering. How
much are the higher borrowing costs? Based on what assumptions? How do the higher borrowing
costs compare to the $169 million yearly revenue increase sought by APS? is that a good trade-off
for the ratepayers? What exactly does "hamper our ability" mean? Mr. Guldner fails to raise, let
alone answer any of these questions.

The Fitch report stated that PNW is targeting an average annual utility capital expenditure of $1.5
billion in 2021-2023. So let's analyze these questions Mr. Guldner chose to ignore and determine
how much higher the borrowing costs would be and how they compare to the revenue increase
sought by APS. That way, the ACC can decide for itself - given its constitutional mandate - which
scenario would set fair and reasonable rates and whether it would be an equitable trade-off.

The following table calculates annual debt payment for the Baseline scenario (Olson #1 Amendment)
for $1.5 billion capital expenditure, assuming conservatively that APS will fund it from external debt
financings and equity infusions rather than from internally generated cash flow. lt then calculates
the annual debt payment for the Credit Downgrade scenario (BBB+), assuming a 50 basis point (i.e.,
half a percentage point) increase in debt cost over the 4.10% rate in the Baseline scenario. (Note:
The weighted-average interest rate on long-term debt at year-end 2020 was only 3.86%.) The
analysis then computes higher borrowing cost as the difference between the annual debt payments
under the two scenarios. Finally, it compares APS's requested revenue increase to the higher
borrowing cost to calculate a ratio of the two.

WACC
Cost

Yearly Capital Debt De
Investment Structure Cost

($000) Debt %
$1,500,000 45.33% 4.10% $ 6.61%

6.84%s

Equity
Cap Payments

Structure Equity Annual
Equity% Cost ($000)
54.67% 8.70% S 71,344

54.67% 8.70% $ 71,344$1,500,000 45.33% 4.60%

bt Payments
Annual

($000)
27,878

31,278

$3,400

$169,000

Ln Scenario
1 Baseline (Olson #1, P2)

2 BBB+(Credit Downgrade)

Higher Borrowing Cost (L3 L2)

APSRequested Revenue Increase

- - _ _ - _ -
- - _ 3 -

_ _ _
E - - -
_ _ - -

5

Requested Revenue Increase

vs.

Higher Borrowing Cost (L4/L3)

Based on this analysis, this is what Mr. Guldner is telling the ACC: If youdon't authorize$50 (or$169
million revenue increase), the borrowing cost may go up by $1 (or $3.4 million). But isn't it better
for ratepayers to pay $1 in possibly higher borrowing costs rather than a guaranteed $50 rate
increase? (Even a 100 BPS debt cost increase from further downgrade, if one were to occur, would
still result in a 25:1 ratio.)

Notwithstanding the fear mongering by APS, as a ratepayer, l will take the under on lower bills
because of lower ROE and disallowances any day.6 That's because a lower ROE at 8.7% and $485
million in SCR disallowance in the ROO along with the Commission-adopted amendments will save
ratepayers 50 times more than higher borrowing costs that may result from it !

6 "Ignore the equity analysts' temper tantrums..." at:https://docket.images.azcc.gov/E000016100.pdf
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please note that the $1.5 billion of estimated capital expenditure covers all the
generation, transmission, distribution, and other needs,
including clean energy transition according to APS.7 In
short, the concern the Chairwoman had as the only vote
against Olson #1 - possibly from falling prey to APS's
fearmongering - that the 8.7% ROE may not
adequately recognize "the financial realities of our
transition to clean energy" is simply not based in reality.

L DNG TERM DEE r SCHEDL/L ES
0ClLAH5 II. HULEMQJS,

2020YEAR ENDED osesusaw Si.

250.000
300,000
250.000
300.000
405.000

3 35% unsecured notes due June 15 2024
3 i5% unsecured notes due May IS. 2025
2 55% unieculld Mies One September 15, 2026
2.85% unsecured notes Oue September 15, 2027
280% unsecured notes due August 15. 2029

Finally, any refinancing of upcoming LTD maturities are minimal in case APS decides to use that as
an excuse. As the APS long-term debt schedules
here shows, LTD maturities don't even begin until
June 2024 and amount to only $1.5 billion for the
next 12 years until 2033.

Thus higher borrowing cost is nothing but a red herring by APS.

What exactly does "hamper our ability" mean? (Nothing)

The onenotch Fitch downgrade from A- to BBB+ still represents investment grade creditworthiness.
In fact, it is good three notches above non-investment grade. Although APS would like all to believe
that the sky is falling, the rating downgrade is unlikely to negatively affect APS's ability to secure
credit at competitive rates - especially considering that issuance of loans even from companies
with speculativegrade credit ratings hit a one-year high, according to the Wall Street Journal.9

BBBA
> Good credit qua I ity

BH B ratings Indicate that euuectatlans of default rlsA are currently law . The

cauadty for payment at f inancial conunilnienls is considered adequate. but

adverse business or economk cnnditlons are more likely no impair this

canacitv

High credit quality
A ratingsdenole expectations of low default vi's. The capacity for paym I
f  f tnandal commitments k cuusidered strung. This apaclty may.

iieverthelas, be more vulnerable to adverse business or eumlornk

randltions than Is the case for hlghef ratings .

Sure, the debt cost may go up slightly, but as the analysis above shows, that is a far better trade-
off for ratepayers than guaranteeing 50-times more in revenue to APS to support imprudent SCR
investments and higher profit margins!

Who is to blame for the fallout and downgrades? (APS)

As the former ACC Chair accurately summarized earlier this year: "l think you would be hard-
pressed to find a utility that behaved as badly as APS did in the last decade."1° That assessment
must be kept in mind when APS and the Wall Street firms whine about APS receiving below-average
ROE. Even the Fitch reportly summed up APS's self-inflicted wounds in explaining the credit
downgrade as follows:

7 PNW Form 10Q, P. 94 at:htto://s22.q4cdn.com/464697698/files/doc financials/2021/q2/FinalPNW06.30.2021100.pdf
a APS LongTerm Debt Schedule at: htto://s22.q4cdn.com/464697698/files/doc downloads/fixed income/2021/pNWLTDSchedule.pdf
9 JunkDebt Sales Soar Toward Record year at: httns://www.wsi.com/articles/iunkdebtsalessoartowardrecordyear-11632043982
10 "The 'Darth Vader of electric utilities" at: https://amatterofdegrees.simolecast.com/episodes/thedarthvaderofelectricutilitiesvXAlpmPC
11 Fitch Downgrades Pinnacle West at: https://www.Htchratings,com/research/cornoratefinance/fitchdownzradesoinnaclewestcapitalarizona
oublicsewicetobbboutlooksremainnegative12102021
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In 2019, both PNW and APS were assigned an ESG relevance score of '4 for Social issues

following complaints of excessive bills by customers following the implementation of timeof-

use rates. Regulators have found that customer education and outreach efforts were

insuMcient, which has led to increased regulatory scrutiny and the absence of rate recovery.

Who created a massive rate migration to TOU rates? Who botched the customer education and
outreach plan to accomplish it? Who ignored customer complaints and denied that the bills were
excessive? Who created a faulty rate comparison tool that steered customers to more expensive
plans? Who blocked Overland from having direct access to the rate comparison tool? Who was
planning to quietly remove the faulty rate comparison tool over the weekend when the scandal
exploded on TV and newspapers? Who repeatedly denied overearning from placing hundreds of
thousands of customers not on their most economical plans? Who then reached a $25 million
settlement with the AG's office for 225,000 APS consumers who were not on their most economical
plan? Who had bottom-of-the-barrel ranking in the J.D. Power survey in the West - and even worse
score than PG&E - while tying for the second-to-last place among 58 large utilities nationally? Who
declared the J.D. Power survey as irrelevant and paid huge bonuses based on an internal measure?
Who rationalized, deflected, or defiantly denied all these deficiencies? (APS, APS, and APS.)

What does "constructive" regulatory environment mean? (The Acc is in APS's pockets.)

Who hijacked the ACC by interfering in two straight elections, including a dark-money campaign that
was hidden for five years until forced to disclose? But Fitch or Moody's or S&P don't care about
ratepayers or just and reasonable rates. Hence some historical context with PNW credit ratings is
necessary to show what they do care about. The Fitch ratings history" shows that PNW had BBB'
credit rating from 2000-2015. There were two major inflection points (in May 2015 and June 2019)
that culminated in the latest rating downgrade:

(1) May 2015 Upgrade: The Fitch rating was upgraded to A- in May 2015 citing "constructive
regulatory environment in Arizona" and "continued supportive regulatory regime in Arizona."13 It
came merely months after APS had spent millions in dark-money campaign during the 2014 election
to elect two commissioners to the Acc - an election in which Comm. Kennedy was defeated.
4
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outlooksrevisedtostable280S~2015

4



12.77 12.93 13,57

Enabled by corrupt, APS-friendly commission, APS's residential rates shot up by 11% from 2015-
2014__2o1s__ 2o§_ z°sz.. guts. 2018, reaching 14.16 cents/kWh despite $143 million in TEAM refunds

13.11 14,16 due to lower federal corporate income tax rate - and aided by the
disastrous 2017 rate increase, resulting in an unprecedented customer uproar and backlash in its
aftermath. The rate base in the 2019 rate case is 33% higher than in the 2016 rate case merely three
years ago.

(2) June 2019 Negative Outlook: The Fitch outlook became negative for the first time since 2009.14
Fitch stated that it remained concerned about "recent changes to the Arizona Corporation
u-¢.»-~¢°~»»»==¢mc:~.~~m..a..u..,.....»..,..,w~...,.. Commission" - referring to the elections of Comm. Kennedy
»~°<1='m--'=~~~~'=-~°'=~*~f~="-»°*°'°°»f=°°~~~"°°'===~~fl and Olson in 2018 - and initiation of a staff review regarding
§§,"2""j,'.'§,'.,,,,'T,§',';',§§2'.Tf§,T,'$""",,,,.,,,,,,,,"°"",.,., implementation of retail rates approved in APS's 2016 rate case
~§T"-£l$4'l"'""""'"'"""""""°""°""°"""'"""°"'""" and potential over-earnings at APS. The negative outlook
coincided with ACC's Decision No. 77270 upon completion of the Overland Rate Review, in which
the Commission found that APS's CEOP was not reasonable and understandable, ordered APS to
provide customers with pro forma billing, and ordered APS to file a new rate case. The outlook
turned negative as soon as Fitch figured out that fallout from APS's years of mischief had begun.

Bottom Line: 1) When the Acc was in APS's pockets ("constructive" regulatory environment),
PNW credit rating was upgraded. 2) When the Acc began challenging APS's skullduggery
("regulatory risk" or "regulatory headwinds") the outlook turned negative. 3) When it appeared
earlier this month that the Acc may finally hold APS accountable to the ratepayers, the credit
rating was downgraded.

Why Georgia (AA2 state per RRA) must NOT be on our mind? (It's in the Ratepayer Hall of Shame)

What do RRA's State regulatory rankings mean? "An Above Average designation indicates that, in
RRA's view, the regulatory climate in the jurisdiction is relatively more constructive than average,
representing lower risk for investors that hold or are considering acquiring the securities issued
by the utilities operating in that jurisdiction."15 Conversely, lower risk for investors translates to
higher risk and unjust and unreasonable rates for captive ratepayers. That's why RRA's "downgrade"
of Arizona is a huge compliment to the ACC and a big boost for the ratepayers. RRA's State
Regulatory Evaluation is a Ratepayer Hall of Shame because in a top-ranked state like Georgia,
regulators prostrate themselves in front of the powerful monopoly. APS wants you to be like them.

•
The Vogtle Boondoggle in Georgia: Nearly 100% cost overrun of billions after 6-year delay

Southern Co. again admitted what outside experts have been telling regulators for months - its
$27 billion-plus Vogtle project at the complex outside Augusta will take longer and cost more
than previously estimated."
Vogtle's expansion, meanwhile, has been riddled with problems and delays since the PSC
approved the project in 2009. The two new reactors were originally slated to be in operation in

14 Fitch Outlooks to Negative at:https://www,fitchratings.com/research/corporatefinance/fitchaffirmsoinnaclewestcapitalarizonaoublio
servicgjdrsataoutlookstonegative26062019
15 Report from S&P Global Intelligence division RRA filed by APS at:https://docket.imaees.azcc.sov/E000016172.pdf
16 "Georgia Nuclear Plant Cost Tops $27B As More Delays Unveiled at https://www.wabe.org/georgianuclearolantcosttoos27basmoredelays
unveiled/
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2016 and 2017, respectively. Now, it projects the second quarter of z022 for the first, and the
first three months of 2023 for the last reactor.17
In June, the U.S. Nuclear Regulatory Commission began a special inspection to determine why
so much of the electrical wiring in the plant had to be redone.

But for Georgia Power and its parent Southern Co., the
extra costs could represent a huge financial windfall:
billions of dollars in extra profit. That's because the
electric utility's profit from the sprawling project is tied
largely to how much it spends, not whether it stays
within budget.

Rates have gone up 3.4% to pay for earlier costs and
Georgia Power projects rates will rise another 6.6% for a
total increase of 10%.

Georgia Power customer will have paid over $850 in
such fees before the project is completed. Then their
bills are expected to rise higher to cover all "prudent"

and "reasonable" construction costs and company profits that rise with those costs.
Stock analysts, bond-rating agencies often praise regulators' "constructive" relationship with
Georgia Power. In late 2019, the PSC agreed to let Georgia Power collect one of the highest
rates of return among its peers around the nation.
BLATANTLY SHAMELES5: On Dec. 21, 2017, the day the PSC voted to allow construction to
continue at Plant Vogtle, Georgia Public Service Commissioner Tim Echols emailed Paul Bowers,
the CEO of Georgia Power. "Paul, not to get ahead of ourselves, but when we cut the ribbon
for Unit 3, I want to see the President of the United States holding the scissors, and you and
me on each side of him. DeaI?" Echols wrote. "DeaI!!!" Bowers responded."

Commissioners, are you willing to engage in such shamelessly anti-ratepayer activities to get a
higher state ranking from RRA? (Arizona's ratepayers do not want the ACC to become the
Corruption Commission ever again.)

How could APS avoid future downgrade and increase FFO despite lower ROE? (Tighten the belt)

The Fitch report says: "Absent future regulatory relief or management action to rebalance its capital
structure, Fitch believes FFO leverage could deteriorate to 5.0x or more for PNW and APS in 2023."

Of course, Jeff Guldner left out the part about any management action. APS would rather take the
easy way out by getting "regulatory relief" on the backs of the captive ratepayers so management
doesn't have to tighten the belt. FFO Leverage simply measures Total Debt in relation to Funds From
Operations (FFO), of which Net Income is a major component. Higher debt and/or lower Net Income
due to lower ROE would make FFO Leverage ratio worse.

17 Nuclear cost overrun could mean billions in extra Georgia Power profit" at: https://www.aic.com/news/business/nuclearcostoverruncould
meanbillionsinextraeeorszianowerprofit/YlA3T3yHZRHI5A7GCZHRElXCpE/
18 "Watchdog Group Ga. Public Service Commissioner Too 'Cozy' with Go. Power" at:https://www.wabe.orq/watchdozzroupzapublicservice
commisg1gngf¢jQ2vgapQwe|/
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But what's the big deal? The $111.431 million decrease in Base Revenue Requirement in the ROO
translates to $3.6 million in Total Revenue Increase in reality when taking Base Rate and Adjustors
into account, and as APS explained to its own investors below:19

RUCO (Surrebuttal)APS (Rebuttal) ACC Staff (SurrebuttaI) Au (ROO)

$59,8
1.8%

Total Revenue Increase
(Base Rate and Adjustors) (SMM)

$169
5.1%

$41

s(50.0)
(1.5)°/o

$(165.0)$(55.2)

\15 ($1S1,456*I *

Base Rate Increase ($MM)

Required Increase/(Decrease) in Base
Revenue Requirement
(line 14 + Ire 12)

For the same reason, the $151.456 million decrease in Base Revenue Requirement above2° due to
approved Commissioner amendments represents only about a $36 million decrease in Total
Revenue from current levels. For crying out loud, Pinnacle West spent more than that to defeat the
clean energy ballot initiative. So what's the big deal about the sky falling from $36 million revenue
decrease, especially when the Test Year Operating Income was determined to be $672 million?
(Once again, shady adjustor transfers are obfuscating reality just like in the last rate case.)

Regardless, instead of eyeing ratepayers' pockets to pick, PNW/APS should focus on tightening the
belt given the new normal. Here are some ideas for lowering debt and/or increasing Net Income to
improve FFO Leverage and avoid further credit rating downgrade:

STOP borrowing hundreds of millions for imprudent investments like SCRs and ensure that
watertight RFP processes are in place without obstacles/favoritism to get the lowest possible bids.21

STOP creating an illusion of growth in worthless lRps that are contradicted by decade-long flat retail
sales and flat peak demand so you can overbuild and maintain 22.8% reserve margin vs. the required
15% reserve margin over 2010-2020.22 Reality: "For the three years 2018 through 2020, annual retail
electricity sales were about flat, adjusted to exclude the effects of weather variations."23

STOP playing games with the early retirement of filthy plants like Four Corners by resurrecting them
and creating even greater stranded assets that will remain on the ratepayer's heads for decades.

STOP buying politicians, doing insidious lobbying, paying for worthless "goodwill" advertising, and
sponsoring what appears to be every other event in the state. Not interfering in ACC elections isn't
enough. APS filings in response to the subpoena showed that between 2013 and 2018, APS reported
spending more than $182 million on political spending, marketing, grants, and lobbying as follows:
Political Campaigns: $72,182,150, Marketing and Advertising: $59,026,376, Grants and Corporate
Giving: $46,769,262; Lobbying: $4,550,238.24

19 The ROO Isa Good Start, but It Doesnt Go Nearly Far Enough" at: https://docket.imazes.azcc.gov/E000015847.pdf
zo APS calculation of revenue requirement impact at: httns://docket.images.azcc.gov/E000016162.pdf
21 Enphase Letter regarding APS 2021 RFP at: https://docket.ima¢zes.azcc.gov/EOOD015902.pdf
zz False Choice Between SCRs and Reliability at: https://docket.images.azcc.gov/E000016026.pdf
23 Pinnacle West 2020 Form 10K, Page 37
za APS political spending soared under Don Brandt. At:https://www.energyar1dpolicv.orsz/ansooliticaIsnendingsoaredunderdonbrandtwilIthat
c hangewithanewc eo/
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STOP stashing voluntary pension contributions to fatten the rate base, especially when the
minimum required contributions for the pension plan have been zero. APS will have made $700
million in voluntary contributions to the pension plan from 2015-2021, when the minimum required
contributions for the pension plan had been zero.25

STOP announcing ever-increasing dividends, rising at a ridiculous 6% clip year after year, to pump
up the stock price, thereby providing even more perverse incentive to increase the rate base at the
same or even higher percentage. The rate base in the 2019 rate case shot up 33% higher in just three
years. Value Line has called PNW's dividend payout rate as "nearly one percentage point above the
utility average." APS paid nearly $1.6 billion in dividends from 2016-2020 as follows: $281.3 million
(2016); $296.8 million (2017), $316.0 million (2018); $336.3 million (2019); $357.5 million (2020)
and APS is on track to pay$375 million in 2021 - a massive 33% increase vs. 2016.

STOP setting lowball ed earnings targets for APS and Pinnacle West so that actual earnings for
incentive plan purposes can be 42% and 54% above the 2020 target payouts and then crediting hot
weather for that massive overage in 2020 earnings.26

STOP paying exorbitant Executive Compensation that is untethered from meaningful customer
metrics. Convening a customer advisory board and stakeholder committee isn't enough. There is
something very wrong with an "incentive" plan design when the CEO and President can make
141.1% and 103.7% of their salaries as cash bonuses, respectively, even when they were awarded

payout for the Customer Service business unit in the aftermath of the rate comparison tool fiasco
and an unprecedented AG settlement."

2020 Incentive Plan Opportunities

2020 Actual
(% of Salary)

141.1

99.9
83.9

103.
98.7
86t7

Threshold
(% of Salary)

27.50
18.75
15.00
22.50
16.25
16.25

NEO
Mr. Guldner

Mr. Hatfield
Mr. Geisler
Mr. Froetscher

Ms. Lacal
Mr. Smith

Target Maximum
(% of Salary) (% of Salary)

110 220

75 150
60 120
90 180

65 130
65 130

2020 Actual
(S)

1,551,946('>

99 , 090

318.840
559.8480
563,394
528.812

:U

1 W

The Committee did not award any incentive payout for Messrs. Guldner and Froetscher for the Customer Service
business unit under the APS Incentive Plan in connection with APSs settlement with the Arizona Attorney General
re ate in part to s ustomer ucation an utreac an (see ote o  t  e o es to onso |  ate lnancia
Statements in the Pinnacle West/APS Annual Report on Form 10K for the fiscal year ended December 31. 2020 for
additional information). The amount in this column reflects a zeropayout for this business unit.

BOTTOM LINE:
These and other tangible actions would signal a real culture change and begin to restore APS's lost
trust and credibility. Without them, APS will have no one to blame but itself in case of further
downgrade of the company's credit rating - not the Commission and certainly not the ratepayers.

Z5 Pinnacle west Form 10K reports to the SEC at:htto://www.pinnaclewest.com/investors/reports/secfilings/default.aspx
zs Pinnacle west 2oz1 Proxy Statement, P. 67 at httu//s22.q4cdn.com/464697698/files/doc financials/2020/ar/Final2021ProxyStatement.pdf
21 Pinnacle West 2021 Proxy Statement, P. 75 at: htto://s22.q4cdn.com/464697698/files/doc financials/2020/ar/Final2021ProxyStatement.pdf
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